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2001 2000 Change 
52 weeks 53 weeks percentage 


OPERATING RESULTS (Millions of dollars) 
Sales 

Operating income 

Net earnings 

Cash flows from operating activities 


FINANCIAL STRUCTURE (Millions of dollars) 
Total assets 

Long-term debt 

Shareholders’ equity 


PER COMMON SHARE (Dollars) 

Net earnings 

Fully diluted net earnings 

Cash flows from operating activities 
Book value 

Dividend 
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FINANCIAL RATIOS 

Operating income/sales (%) 

Long-term debt/shareholders’ equity (xx:1) 
Return on shareholders’ equity (%) 


MARKET PRICE (Dollars) 


High 
97 98 99 00 O1 Low 
SALES ing price 
(Millions of dollars) Closi 8P 


122.8 
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(before unusual items) Net EARNINGS SHAREHOLDERS 
(Millions of dollars) PER SHARE Equity 
(before unusual items) (Percentage) 
(Dollars) 
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Growing our retail network 


METRO continued to grow its retail network in fiscal 2001, increasing both floor space 
and average store size. 


atte 


METRO superC Loeb mance §=brunete 


Total square footage (Thousands of square feet) 5,200 
Average store SIZ@ (square feet) 20,400 
Number of stores 253 


Total square footage (thousands of square feet) 
Average store SiZe (square feet) 
Number of stores 


2,000 
47,500 
43 


2001 2000 


Total square footage (Thousands of square feet) 1,100 1,000 


Average store size (square feet) 26,500 25,600 
Number of stores 39 38 
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MARCHE RICHELIEU 


Total square footage (Thousands of square feet) 


Average store Size (square feet) 
Number of stores 
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Number of drugstores 
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Pierre H. LESSARD 
PRESIDENT AND CHIEF EXECUTIVE OFFICER 


Creating a winning recipe 


We are proud of our 2001 achievements — increased sales, solid earnings growth, 
and improvements in nearly all financial ratios. We have reached new heights and 
continue to do so consistently, as demonstrated by this 44th consecutive quarter of 
year-over-year growth in operating income and by the seventh consecutive year of 
above 20% return on shareholders’ equity, reaching 24.1% in 2001. 


Our financial performance reflects the sound execution of a long-term strategy 

that is anchored by significant annual investments in the retail network, information 
systems and warehouses, as well as in new store offerings and merchandising programs. 
While reinvesting the majority of our cash flows to drive internal growth and to position 
the Company for acquisition opportunities, we have continued to increase annual 
dividend payments to our shareholders, reaching $0.345 per share in 2001, up 19% 
over 2000. Despite these investments, we continue to have the strongest balance 
sheet in the Canadian food industry, with a ratio of debt to shareholders’ equity of 
0.10 as at September 29, 2001. 
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REPORT TO SHAREHOLDERS 


RECORD FINANCIAL PERFORMANCE 
The fiscal year ended September 29, 2001 consisted of 52 weeks of operations 
compared with 53 weeks for the year ended September 30, 2000. 


Continuing our momentum, 2001 was another record year. Net earnings increased 
26.2% to $122.8 million and fully diluted earnings per share rose 26.9% to $2.36. 
Operating income was up 13.3% to $189.2 million, and sales increased on a comparative 
basis by 6.8% over 2000. 


All retail banners — particularly Metro, Super C and Marché Richelieu in Québec and 
Loeb in Ontario - contributed to the excellent results, as did the Brunet and Clini-Plus 
drugstores, as well as the food service division. The performance of individual banners 
and all divisions demonstrates that our combination of retail formats, merchandising 
concepts and competitive prices satisfies the needs of a growing number of consumers. 


Furthermore, our financial results reflect our passion for innovation and ability to 
adapt to change. Determined to be leaders in our markets, we have evolved steadily 
over the past decade. All sectors contributed to the Company's sales increase during 
this exceptional period of growth and value creation for our shareholders. 


Our expertise is in food retailing and distribution and we will continue to develop these 
sectors. All of the products and complementary services in our stores support our 
objective of offering consumers the most enjoyable and worthwhile shopping experience. 
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Maurice Joboin 
CHAIRMAN OF THE BOARD OF DIRECTORS 


SUCCESSFUL LONG-TERM STRATEGY 

Over the past decade, with the retailers we have invested over $1 billion in our retail 
and distribution networks, as well as in state-of-the-art information technology. Today 
our stores and systems are among the most modern and leading-edge, providing 
METRO with a powerful platform for implementing merchandising strategies that 
respond to the lifestyle of today’s consumers. 


In 2001, $125.2 million was reinvested in the retail network for store renovations 

and expansion and for new stores, including $45.3 million by the affiliated retailers. 
Again this year, METRO increased its total retail floor space and average floor space 
per store. Further investments of $125 million are planned for fiscal 2002. 


Another $39.4 million was invested in 2001 to further strengthen our distribution 
capabilities, in terms of both physical assets and critical information systems. 

We are now in the final stage of completing the implementation of SAP/EXE software 
across all divisions. By providing high-level training to employees who use these 
systems, we have quickly increased operational efficiency and flexibility. Many business 
processes have been, or will be, enhanced as a result and we expect to reap 
significant benefits from this major investment in the years ahead. 


REPORT TO SHAREHOLDERS 


On the merchandising front, we have launched a broad initiative to accelerate the 
development of our private label program. We believe this initiative will enable 

us to increase profitability and build customer loyalty through product differentiation. 
Our objective is to double the number of private label products over the next few 
years, concentrating on our two in-house brands - Merit Selection and Super C. 


This is our winning recipe! 


VALUED PARTNERS 

Our growth and market leadership rest on many key factors. The experience, 
commitment and creativity of our management teams and of our retailers are certainly 
the most important. We take this opportunity to pay special tribute to the retailers, who 
are our everyday partners in our quest for continued growth in a rapidly changing 
food industry. 


ACKNOWLEDGEMENTS 

We welcome two new members to the Board of Directors, Pierre Brunet and 
Paule Gauthier. We take this opportunity to extend our thanks to three directors 
who contributed to the Company over many years and who will complete their 
term on the Board at the 2002 Annual Meeting: Raymond David, who is now over 
the age decreed in our by-laws to stand for re-election, and Yves LeBel and Guy 
Lussier who have both opted not to allow their name to stand for re-election. 


We also extend our sincere appreciation to all members of the METRO team, 
especially the more than 26,000 employees who serve the everyday needs of our 
customers, and to our shareholders for their vote of confidence. 


PIERRE H. LESSARD, FCA Maurice Jopoin, CFA 
PRESIDENT AND CHIEF EXECUTIVE OFFICER CHAIRMAN OF THE BOARD OF DIRECTORS 
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Designing successiul stores 
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METRO strives for leadership in each of its market segments by continuously 
reinvesting to remodel stores, expand the retail network and introduce new concepts, 
products and services to satisfy the changing lifestyles and needs of its customers. 

In 2001, investments in the store network by the Company and the affiliated retailers 
totalled $125.2 million. 


In the supermarket segment, the Metro banner is the Québec leader, with the highest 
revenues and the largest market share. Over the past ten years, the Metro banner 

has grown steadily and sales have increased by more than 50%. This momentum 
continued in 2001 with the construction, relocation, expansion and remodeling of 

34 stores. Metro supermarkets are known for their handy locations, layout and friendly 
environment, as well as their many in-store boutiques and stands, all designed to 
make the shopping experience as pleasant as possible. 


Super C, the fastest-growing discount food chain in Québec, complements the 
Metro network. With 43 stores and sales of $1.1 billion, its market share exceeded 
90% at the end of 2001. Super C's large surface stores are recognized for offering 
variety and quality products at low prices. 


YEAR IN REVIEW 


Since their acquisition in 1999, Loeb supermarkets in Ontario have been undergoing 
a major modernization. By the end of 2001, nine stores were converted to a new 
concept developed by the Company's management team and two new stores 

were added, in Ottawa and New Liskeard. More than half of the supermarkets are 
concentrated in the Ottawa area, making Loeb a major player in Ontario's second 
largest city. 


Marché Richelieu is the leading banner in the Québec neighbourhood retail segment, 
based on the number of stores, sales and market share. Well-established in their 
communities, these stores cater to consumers seeking personalized service in a 
friendly environment. 


The Company and the retailers will continue in the coming years to reinvest in 
remodeling, expanding and building new stores in order to offer consumers one of 
the most modern retail networks in Canada. 


Offering quality products 


The ability to offer a wide selection of quality products that meets consumer needs Is 
a key success factor in the highly competitive food retailing industry. For this reason, 
METRO is focused on offering the best products in a friendly environment, as well as 
personalized service. A new structure, based on product category management, has 
been implemented to ensure that all store offerings satisfy customer needs in every 
respect. For each product category, a specialized team ts responsible for keeping 
METRO at the forefront of market trends and consumer tastes. 


YEAR IN REVIEW 


The launch of EXPRESS meats, complemented by our Viandes & Idées section, 
illustrates our innovation. This new line of exclusive meat products is designed 

to meet the needs of consumers who lead busy lifestyles. EXPRESS meats are cut, 
immediately skin-packed and frozen. At home, the meat packages can be defrosted 
and cooked in a matter of minutes, with their full flavour intact. Guaranteed quality 
and freshness, all the time! 


To differentiate its store offerings, METRO Is focusing increasingly on the development 
of its Merit Selection and Super C brands. Our recent surveys indicate that 83% of 
consumers view Merit Selection as being equal or superior to major national brands. 


As part of the continuous improvement of its Merit Selection brand, METRO will 
launch, in the winter of 2002, The Irresistibles, a new line of premium quality and 
competitively priced products. Developed by METRO’s Chef and his team, and 
inspired by the most popular culinary trends, these unique value-added products 
are designed to make life easier for modern families unwilling to make compromises 
in their everyday meals. From gourmet crackers to salmon coulibiac, orange and 
cranberry cake, and fine cheese, this product line has everything required to prepare 


a healthy and tasty meal in no time! 
In response to emerging demand for biological products, a growing number of 


stores is offering a wider selection of these promising products. For METRO, this 
is another way of showing its ability to adapt to new consumer trends. 


© Selection 


Providing outstanding service every day 


The quality of customer service is another differentiating factor at METRO. Whether 
in a large or small format store, regardless of the banner, customers can always 
expect top quality service. Satisfaction is the primary mission of store employees. 
METRO makes the shopping experience thoroughly enjoyable for all its customers 
with a welcoming decor, quality products and special attention to detail. 


As a growing number of consumers look for new meal ideas, Metro has begun 
introducing chefs in supermarkets. From strategically positioned and fully-equipped 
counters, the chefs prepare original dishes for customers to sample. Metro chefs 
are attuned to current culinary trends and take pleasure in answering questions 
and making suggestions for innovative recipes, featuring either the most common 
products or exotic ingredients found in the supermarket. To further enhance this 
service, Metro also publishes tasty and easy-to-prepare recipes in its weekly flyer. 


12) METRO INC. 


All store employees, from the fish counter to the produce department, have been 
trained at the METRO School for Professionals and are prepared to answer questions 
on their products and on how they can be incorporated into recipes. The www.metro.ca 
web site offers information and recipes, and is constantly improved and updated. 


BRUNET AND CLINI-PLUS DRUGSTORES FOCUS ON SERVICE 

Attention to customer service Is also the hallmark of Brunet and Clini-Plus drugstores. 
When it comes to medication, customers need precise and easily accessible information 
on dosage, potential side effects and interaction with other medication. Pharmacists 
who are affiliated with Brunet and Clini-Plus spare no effort in answering questions 
and informing customers on the proper use of medications. 
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METRO INC, 


HIGHLIGHTS 
The fiscal year ended September 29, 2001 consisted of 52 weeks of operations, compared with 53 weeks 
for the year ended September 30, 2000. 


Compared with fiscal year 2000, 
m Sales were 4.5% higher, or 6.8% on a comparative basis, and reached $4,868.9 million. 
™ Earnings before interest, taxes, depreciation and amortization increased 14.2% to $250.6 million. 


m Operating income rose 13.3% to $189.2 million and the operating margin improved to 3.9% 
compared with 3.6%. 


m Net earnings increased 26.2% to $122.8 million and fully diluted net earnings per share rose 
26.9% to $2.36. 


@ Return on shareholders’ equity reached 24.1% compared with 22.8%. 


SALES 

Sales for 2001 reached $4,868.9 million, compared with $4,657.5 million for the previous year, an 
increase of 4.5%. On a comparable 52-week basis, the growth in sales was 6.8%. This growth reflects 
our ongoing investment in the retail network as well as our successful merchandising strategies. 


Investments in the retail network totalled $125.2 million in 2001, including $45.3 million by affiliated 
retailers, resulting in a gross increase of 481,400 square feet. Major renovations and expansions were 
completed in 44 stores, while 10 stores were built, including two new Loeb supermarkets in Ontario. 
Total retail space increased by 3.4% to 9.1 million square feet at year-end, despite some store closings, 
and average floor space per store rose 6.1%. 


OPERATING INCOME 
Earnings before interest, taxes, depreciation and amortization increased by 14.2% to $250.6 million, 


compared with $219.5 million in 2000. This represents 5.19% of sales, compared with 4.79% for the 
previous year, 
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Operating income was $189.2 million, compared with $167.0 million for 2000, an increase of 13.3%. 
The operating margin rose to 3.99% of sales in 2001 from 3.6% in 2000. This improvement reflects a 
combination of factors such as sales growth and continuous improvements in operational efficiency, 
including the positive impact of the SAP/EXE software implementation and centralized purchasing. 


Se oaconat a The operating margin for Loeb stores improved significantly for 2001, with the construction of 

two | ili | 
Pctee Berane supermarkets and the conversion of six stores to a new retalling concept, following three such 
INTEREST, TAXES, conversions in 2000. As additional Loeb stores are converted, this division's performance is expected 
DEPRECIATION AND to improve towards the average operating margin for the Company as a whole. 


AMORTIZATION 
(Millions of dollars) 


FINANCING COSTS 

Financing costs declined $4 million, or 43.5%, to $5.2 million compared with $9.2 million in 2000. 
This decrease was achieved despite higher investing activities and reflects debt reduction compared 
with the previous year. Financing costs declined to 0.11% of sales, compared with 0.20% in 2000. 
The average cost of financing was 5.81% in 2001, the same as in 2000, while the interest coverage 
ratio was 36.4 times, compared with 18.1 times in 2000. 


INCOME TAXES 

The effective income tax rate for 2001 was 33.3%, compared with 38.3% for the previous year. 
This reduction mainly reflects the reductions in the federal income tax rates on future income taxes 
of 1% in January 2001 and 2% for each of the following three years. Federal income tax reductions 
on future income taxes represent $0.12 per share in 2001. 


NET EARNINGS 

Net earnings totalled $122.8 million, compared with $973 million in 2000, a 26.2% increase. Net 
earnings as a percentage of sales were 2.5%, compared with 2.1% in 2000. Fully diluted net earnings 
per share rose 26.9% to $2.36, compared with $1.86 in 2000. Return on shareholders’ equity was 
24.1%, compared with 22.8% in 2000. 


Per share amounts are calculated on a weighted average number of 50.1 million shares outstanding 


for 2001, compared with 50.2 million shares for the previous year. 


LIQUIDITY AND CAPITAL RESOURCES 
The Company maintained a solid financial position in 2001, while pursuing its retail investment 
program and information technology implementation. 
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CASH FLOWS 

Cash flows from operating activities remained strong for 2001 at $146.2 million, or $2.92 per share, 
reflecting increased operating income. This compares with $155.9 million, or $3.10 per share in 2000, 
a decline resulting from the increase in non-cash working capital required in 2001 to support sales growth. 


Investing activities required cash of $109.1 million in 2001, mainly for capital expenditures related to 
store modernization and network expansion, as well as the implementation of information technologies. 
In 2000, investing activities required cash of $63.6 million. During 2001, the Company continued to 
deploy SAP/EXE integrated software, with implementations in LOEB warehouses as well as in the fresh 
produce warehouses. The last phase of this major multi-year initiative began at the end of the fiscal 
year and involves the meat, fish and seafood warehouses. By providing sophisticated management 
information, the SAP/EXE software enables significant operational efficiencies in purchasing, warehousing, 
and merchandising activities. In 2001, the new system facilitated, among other things, the centralization 
of purchasing for all retail banners. Further efficiency improvements are expected in future years as a 
result of these systems. 


Cash required for financing activities was $37.1 million. This net liquidity is comprised principally of 
the repayment of long-term debt, dividend payouts and an increase in bank loans. The Company also 
redeemed 298,100 Class A Subordinate Shares under its normal course issuer bid program. The shares 
were acquired at an average price of $21.28, for a total consideration of $6.3 million. The Company 
considers share redemption to be an appropriate and effective use of surplus funds. The exercise of 
537,144 stock options settled in cash required a cash payment of $9.4 million before income taxes. 


BALANCE SHEET 

Long-term debt declined by $33.3 million to $55.3 million compared with $88.6 million at the end of 
2000, while shareholders’ equity increased by $96.3 million to $558 million. The ratio of long-term 
debt to shareholders’ equity, which stood at 0.19 at the beginning of the year, improved significantly 
to 0.10 as at September 29, 2001. 


The Company's long-term debt consists primarily of term bank loans that bear interest at market 

rates. As at September 29, 2001, the Company did not have recourse to derivative instruments to 
hedge interest rate risks and, therefore, benefited from the decline in borrowing costs throughout 
the year. 


The Company expects to meet its 2002 financial requirements mainly through internally generated 
cash and, as needed, by drawing on available credit facilities. It has in place a borrowing capacity 
under a term credit facility amounting to $300 million from a syndicate of financial institutions. At the 
end of fiscal 2001, unused credit under such facility totalled $255 million. Operating credits are also 
available to the Company. 


97 98 99 00 


DIVIDEND RATE 
PER SHARE 
(Dollars) 


wD 
st 
Be) 
S 


CAPITAL STOCK 


As at September 29, 2001, the number of outstanding Class A Subordinate Shares was 49,464,501 

and the number of Class B Multiple Vote Shares was 618,120 compared with 49,094,693 and 1,112,600 
shares, respectively, at the end of the previous year. The large decrease in the number of Class B 
Multiple Vote Shares issued reflects the new commercial program for the affiliated retailers. Under the 
new commercial program implemented by the Company, affiliated retailers are no longer required to 
hold Class B Multiple Vote Shares in order to operate a store under the Metro banner. At the end of 
fiscal 2001, 92 affiliated retailers had converted their Class B Multiple Vote Shares into an equal number 
of Class A Subordinate Shares. 


DIVIDENDS AND DIVIDEND POLICY 

Dividends were paid to shareholders for the seventh consecutive year, totalling $0.345 per share for 2001, 
compared with $0.29 per share in 2000, a 19% increase. The Company's policy is to pay an annual 
dividend equal to 15-20% of the previous year’s net earnings before extraordinary items. 


SHARE TRADING 

In the past year, METRO shares traded in a range between $18.00 and $37.74 on the Toronto Stock 
Exchange, with a total volume of 25.4 million shares traded. The closing price on Friday, September 28, 
2001 was $36.12, an increase of 90.6% relative to the price of $18.95 on the last Friday of the 
previous year. 


ACCOUNTING POLICY CHANGES SUBSEQUENT TO YEAR-END 

The Canadian Institute of Chartered Accountants (CICA) issued two new accounting standards, 
Section 1581 “Business Combinations” and Section 3062 “Goodwill and Other Intangible Assets”. 
These standards are effective for fiscal years beginning on or after January 1, 2002, and certain 
guidelines were applicable on July 1, 2001. These standards may be applied on a prospective basis 
for fiscal years beginning after April 1, 2001, and the Company will adopt them in full for its first 
quarter of 2002. 


Under these standards, all business combinations are to be accounted for using the purchase method, 
and goodwill will no longer be amortized but instead will be tested annually for impairment. For 
business combinations recorded prior to July 1, 2001, goodwill and related indefinite-life intangible 
assets will no longer be amortized but rather submitted to an impairment test to ensure that their 

fair value is superior or equal to book value. Amounts in excess of book value will be accounted for 

in results of operations. Applied on a prospective basis, the new recommendations will reduce the 
Company's amortization expense by $5.9 million ($4.4 million after taxes) in 2002 compared with 2001. 
According to management's estimates, the impairment test will not result in a decrease in goodwill. 


MANAGEMENT'S DISCUSSION AND ANALYSIS 


The CICA has also issued another accounting standard, Section 3500 “Earnings Per Share”, applicable 
to fiscal years beginning on or after January 1, 2001. 


As required by this standard, the Company will change the way tt calculates diluted earnings per share 
by using the treasury stock method instead of the imputed earnings approach. The Company will 
adopt this standard for the first quarter of 2002 and will restate earnings per share of past quarters. 


RISK MANAGEMENT 

Existing competition and the possibility of new players represent risks that could impact the Company's 
market share and profitability. To maintain its leadership in Québec and to continue its growth in Ontario, 
the Company has developed a successful market segmentation strategy, supported by dynamic 
merchandising strategies, significant ongoing investment in its retail network, and efficient warehouse 
and distribution systems. Since their acquisition in 1999, Loeb stores are being progressively converted 
to a new retailing concept that is improving operating margins. The Company and the affiliated retailers 
plan investments of over $350 million in the next three years to maintain one of the most modern 
retail and distribution networks in the Canadian industry. 


The Company strives to differentiate itself through innovative merchandising programs adapted to Its 
various banners and consumer segments. Its competitive position Is reinforced by the development 

of private label products that account for a growing proportion of sales. The quality of the Company's 
in-store teams 1s another significant asset, nurtured by training programs provided by the METRO 
School for Professionals to ensure that employees and merchants are responsive to changing consumer 
needs and market trends. 


OUTLOOK 

Over the coming years, the Company will continue to capitalize on its recognized merchandising 
ability, a consumer-responsive offering and ongoing investments in its retail network. It also expects 
to derive benefits from its recent information technology investments, while maintaining tight cost 
controls in all aspects of its operations. 


The Company expects to pursue its growth in 2002 based on a full contribution from recently renovated 
or expanded stores and from new stores. Confident in its competitive position, the Company will 
respond to short-term challenges while remaining focused on its long-term vision. It will also continue 
to seek opportunities to expand its share of the Canadian food market. 
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L.G. Serce GaDBOIS, FCA 
SENIOR VICE-PRESIDENT, FINANCE 


Montréal, November 2, 2001 


QUARTERLY HIGHLIGHTS 


(Millions of dollars, except for earnings per share) 


YEAR ENDED 

SEPTEMBER 29, 2001 
Sales 1,135.6 4,868.9 
Operating income 40.6 189.2 
Net earnings 24.7 122.8 
Fully diluted net 

earnings per share 0.47 : : : 2.36 


Year ended 

September 30, 2000 
Sales 1,413.8 1,164.8 
Operating income 52.6 43.0 
Net earnings 30.3 25.8 


Fully diluted net earnings 
per share 0.58 0.49 


Year ended 
September 25, 1999 

Sales 

Operating income 

Net earnings before 
unusual items 

Net earnings 

Fully diluted net earnings 
per share before 
unusual items 

Fully diluted net earnings 
per share 


(1) 12 weeks 
(2) 16 weeks 
(3) 12 weeks in 2001 and 1999 / 13 weeks in 2000 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING 


AUDITORS’ REPORT 


The consolidated financial statements of METRO INC. and financial information contained in this Annual Report 
are the responsibility of management. This responsibility is based on a judicious choice of accounting procedures 
and principles, the application of which requires the informed judgment of management. The consolidated 
financial statements were prepared in accordance with Canadian generally accepted accounting principles and 
were approved by the Board of Directors. In addition, the financial information included in the Annual Report 

is consistent with that in the consolidated financial statements. 


METRO INC. maintains accounting and administrative control systems which, in the opinion of management, 
ensure reasonable accuracy, relevance and reliability of financial information and well-ordered, efficient manage- 
ment of the Company's affairs. 


The Board of Directors is responsible for approving the consolidated financial statements included in the Annual 
Report, primarily through its Audit Committee. This Committee, which holds periodic meetings with members of 
management as well as internal and external auditors, reviewed the consolidated financial statements of METRO INC. 
and recommended their approval to the Board of Directors. 


The enclosed consolidated financial statements were audited by Ernst & Young Lp, Chartered Accountants, and 
their report indicates the extent of their audit and their opinion on the consolidated financial statements. 


PleERRE H. LESSARD, FCA L.G. SERGE GADBOIS, FCA 
PRESIDENT AND CHIEF EXECUTIVE OFFICER SENIOR VICE-PRESIDENT, FINANCE 


Montréal, November 2, 2001 


To the Shareholders of METRO INC. 


We have audited the consolidated balance sheets of METRO INC. as at September 29, 2001, September 30, 2000 
and September 25, 1999, and the consolidated statements of earnings, retained earnings and cash flows for the 
years then ended. These financial statements are the responsibility of the Company's management. Our responsibility 
is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of the 
Company as at September 29, 2001, September 30, 2000 and September 25, 1999 and the results of its operations 
and its cash flows for the years then ended in accordance with Canadian generally accepted accounting principles. 


Cie’ se a Lif 
ERNST & YOUNG LLP 
CHARTERED ACCOUNTANTS 


Montréal, November 2, 2001 


CONSOLIDATED STATEMENTS OF EARNINGS 


Year ended September 29, 2001 
(Millions, except for earnings per share) 


Cost of sales and operating expenses 4,618.3 4,438.0 
Depreciation and amortization (note 3) 61.4 ope) 
[Orenarncincome ——SSSSCSC~*wdCSC*C*éiB | Cte | CO 


Financing costs 
Short-term 0.6 0.7 0.2 
Long-term 4.6 8.5 Mf 
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EARNINGS BEFORE INCOME TAXES 

AND UNUSUAL ITEMS 184.0 157.8 137.1 

Unusual items (note 4) - 

EARNINGS BEFORE INCOME TAXES 184.0 157.8 122.1 

Income taxes (note 5) 

NET EARNINGS Peer Se Eee Sua 

EARNINGS PER SHARE (note 4) 

Basic $1.94 Sole abel 
Fully diluted SyeeLse She dAS 


WEIGHTED AVERAGE NUMBER OF 
SHARES OUTSTANDING 50.2 50.5 


See accompanying notes 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 


Year ended September 29, 2001 
(Millions of dollars) 


2001 2000 1999 
52 weeks 53 weeks 52 weeks 


BALANCE AT BEGINNING OF YEAR $ 233.0 $ 183.6 
Adjustment due to adoption of new 

accounting standards: income taxes 

and employee future benefits (7.1) a 


RESTATED BALANCE AT BEGINNING OF YEAR 


Net earnings 

Dividends 

Share redemption premium 

Stock options settled in cash, 
net of income taxes 


BALANCE AT END OF YEAR 


See accompanying notes 


$ 395.7 $ 301.6 $ 233.0 
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CONSOLIDATED BALANCE SHEETS 


As at September 29, 2001 
(Millions of dollars) 
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ASSETS 
CURRENT 

Accounts receivable 

Income taxes recoverable 
Inventories 

Prepaid expenses 

Future income taxes (note 5) 


Investments and other assets (note 6) 
Future income taxes (note 5) 

Capital assets (note 7) 

Goodwill 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
CURRENT 

Bank loans (note 8) 

Accounts payable 

Income taxes payable 

Current portion of long-term debt (note 8) 


Long-term debt (note 8) 


5.0 6.3 49 
ie 4921 4476 425.0 
Future income taxes (note 5) 


55.3 88.6 144.2 
80.6 61.8 _ 
Deferred income taxes - - 34.7 


MM oe oe ee 
Capital stock (note 9) 


162.3 160.1 159.3 
Retained earnings 395.7 301.6 233.0 


Pe 392.3 
Dene noes Se 


See accompanying notes 


SHAREHOLDERS’ EQUITY 


On behalf of the Board: 
Pierre H. LessARD GILLES LAMOUREUX 
Director Director 


CONSOLIDATED STATEMENTS OF CASH FLOWS 


Year ended September 29, 2001 
(Millions of dollars) 


2001 2000 1999 
52 weeks 53 weeks 52 weeks 


CASH FLOWS FROM OPERATING ACTIVITIES 
Net earnings 
Items not requiring cash flows 
Equity earnings in a company subject 
to significant influence 
Depreciation and amortization 
Losses (gains) on disposal and writeoffs 
of capital assets 
Future taxes/deferred income taxes 
Excess of amounts paid for employee 
future benefits over expenses recognized 


Net change in non-cash working capital 
related to operations 


CASH FLOWS FROM INVESTING ACTIVITIES 
Business acquisition (note 2) 

Net change in investments 

Net purchase of capital assets (note 7) 


(2.4) (0.4) 
(106.7) (63.2) 


CASH FLOWS FROM FINANCING ACTIVITIES 
Increase (decrease) in bank loans 

Issue of capital stock 

Redemption of subordinate shares 

Stock options settled in cash 

(Decrease) increase in long-term debt 
Dividends paid 


re ial ene aye y, Sitr odor) 
NET CHANGE IN CASH AND CASH EQUIVALENTS 
AND BALANCES AT BEGINNING AND END OF YEAR 

OTHER INFORMATION 


Interest paid 
Income taxes paid 


See accompanying notes 


METRO INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


September 29, 2001 


(Millions of dollars, except for earnings per share and share price) 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The Company's consolidated financial statements have been prepared by management in 
accordance with Canadian generally accepted accounting principles which require management 
to make estimates and assumptions that affect the amounts recorded in the consolidated financial 
statements and the accompanying notes. Actual results could differ from these estimates. 
According to management, the Company's consolidated financial statements have been properly 
prepared within the reasonable limits of materiality and in conformity with the accounting policies 
summarized below: 


CONSOLIDATION 
The consolidated financial statements include the accounts of the Company and its subsidiaries. 


CASH AND CASH EQUIVALENTS 

Cash and cash equivalents consist of cash on hand, bank balances available, if any, after 
allocation to cheques in transit and to demand bank loans, and highly liquid investments with 
an initial term of three months or less that are stated at cost, which approximates market value. 


INVENTORY VALUATION 
Wholesale inventories are valued at the lower of cost, determined by the average cost method, 
and net realizable value. 


Retail inventories are valued at the retail price less the gross margin. 


INVESTMENTS 
Investments in companies subject to significant influence are accounted for using the equity 
method. Other investments are recorded at cost. 


CAPITAL ASSETS 
Capital assets are recorded at cost and are depreciated on a straight-line basis over their 
useful lives. 


Buildings 40 years 
Equipment 4 to 20 years 
Leasehold improvements Terms of the leases (5 to 40 years) 
Leasehold rights Terms of the leases (30 to 40 years) 
Improvements and development of retail network 

loyalty, software and other 5 to 15 years 
GOopwiLL 


Goodwill represents the excess of the purchase price over the fair value of net assets acquired. 
Goodwill is amortized on a straight-line basis over a useful life not exceeding 40 years. 


DECLINE IN LONG-TERM ASSET VALUE 

The Company evaluates the carrying value of its long-term assets on a regular basis. To determine 
whether there has been an impairment in value, management evaluates on an annual basis the 
undiscounted estimated cash flows that assets will generate and also takes other relevant factors 
into account. Any permanent decline in the carrying value of assets is charged to income in the 
year in which such a decline is recognized. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd) 


EMPLOYEE FUTURE BENEFITS 

The Company accounts for its obligations under the employee benefits plans and related costs, 
net of the plan assets. The cost of pension and other retirement benefits earned by employees 

is determined from actuarial calculations according to the projected benefit method prorated 

on services based on management's best estimate assumptions about the investment returns on 
the plans, salary projections, the retirement age of employees and estimated health-care costs. 
For the purpose of calculating the estimated rate of return on the plan assets, assets are assessed 
at fair value. The excess of the net actuarial gain (loss) over 10% of accrued benefit obligations, 
or over 10% of the fair value of the plan assets where such amount is higher, is amortized over 
the average remaining service life of employees. 


INCOME TAXES 

The Company follows the liability method of accounting for income taxes. Under this method, 
future income tax assets and liabilities are accounted for based on estimated taxes recoverable 
or payable that would result from the recovery or settlement of the carrying amount of assets 
and liabilities recorded in the financial statements. Future tax assets and liabilities are measured 
using the tax rates that are expected to be in effect in the years when the timing differences are 
expected to be reduced. Changes in these balances are charged to income of the year in which 
they arise. 


STOCK OPTION PLAN 

No equity sharing expense is recognized when stock options are issued to employees under 
the Company's stock option plan. Any consideration paid by employees on the exercise of stock 
options is credited to capital stock. If employee stock options are redeemed by the Company, 
the amount paid net of related taxes is debited against retained earnings. 


EARNINGS PER SHARE 

Earnings per share is calculated on the weighted average number of Class A Subordinate Shares 
and Class B Shares outstanding during the year. The fully diluted earnings per share takes into 
account all the elements that have a dilutive effect. 


FISCAL YEAR 

The Company's fiscal year ends on the last Saturday of September. The fiscal year ended 
September 29, 2001 includes 52 weeks of operations. The fiscal years ended September 30, 2000 
and September 25, 1999 include 53 and 52 weeks of operations respectively. 


2. BUSINESS ACQUISITION 


On June 19, 1999, the Company acquired 29 supermarkets, the rights to 11 franchisees, two 
distribution centres and rights to the Loeb banner, for a cash consideration of $125. In relation 
to this acquisition, the Company acquired wholesale and retail store inventories as well as some 
net assets, excluding the balance due to suppliers, for an additional cash consideration of $26.2. 
This acquisition has been accounted for using the purchase method and results of operations 
have been included from the date of acquisition. Following this acquisition, goodwill in the 
amount of $87.1 has been recorded. 
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3. DEPRECIATION AND AMORTIZATION 


Capital assets S 464 $ 39.8 
Goodwill 45 


eae 5 443 


4. UNUSUAL ITEMS 


Unusual items for the year ended September 25, 1999 consist in integration and restructuring 
expenses. Net earnings, basic earnings per share and fully diluted earnings per share before 
unusual items, net of income taxes, were $84.6, $1.68 and $1.60 respectively. 


5. INCOME TAXES 


Payable 
| Future/deferred 
Variation in timing differences 28.9 11.4 
Impact of tax rate changes (6.0) (1.1) 


Combined statutory income tax rate 37.6% 38.2% 38.5% 
Changes 
Non-deductible goodwill 0.6 0.7 0.8 
Impact of tax rate changes on future taxes (3.3) (0.7) Se 


Other (1.6) 0. (1.9) 


1 
Pee 374% 
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2: 


6. 


INCOME TAXES (cont'd) 


Future taxes reflect the net tax impact of timing differences between the value of assets and 
liabilities for accounting and tax purposes. The main components of the Company's future tax 
assets and liabilities as at September 29, 2001 were as follows: 


FUTURE TAX ASSETS 

Accrued expenses, provisions and other reserves that are 
tax-deductible only at the time of disbursement 

Deferred tax losses 


FUTURE TAX LIABILITIES 
Accumulated equity earnings from companies subject 

to significant influence (2.6) (2.9) 
Excess of net book value of capital assets and other assets 

over their value for tax purposes (78.0) (58.9) 


INVESTMENTS AND OTHER ASSETS 


Investment at equity in a public 
company operating in the food industry 
(quoted market value: 2001 - $108.2; 
2000 - $52.5; 1999 - $49.7) 

Investments in private companies, at cost 

Loans bearing interest at floating rates 


5 : 
a es 
Current portion included in receivables 2.3 0.1 0.4 
| ; : 


Accrued pension benefit assets (note 12) 
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7. CAPITAL ASSETS 


Accu- Accu- 
mulated Net mulated Net 
depre- book depre- book 
Cost ciation value Cost ciation value 


TANGIBLE ASSETS 
Land - $374/15293 $ —- § 293 
Buildings : 87.3 43.6 78.8 


Equipment 146.8 142.3 1454 126.0 
Leasehold improvements 54.5 58.7 53.6 50.7 


Bee hs oe ee ee ra ae 


INTANGIBLE ASSETS 
Leasehold rights 
Improvements and 
development of retail 
network loyalty, 
‘software and other 197.0 78.7 118.3 170.9 63.2 107.7 


| 2 2518 95.6008 156.20) 6274 bene aye An eetio en ms 
| $826.2 $344.3 $481.9 | $751.9 $321.0 $4309 | $413.9 


The net acquisitions under capital leases and other acquisitions of assets excluded from the 
Statement of cash flows totalled $6.0, $6.4 and $7.2 in 2001, 2000 and 1999 respectively. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


8. 


SF 


LONG-TERM DEBT 


4 
9 
4 


Term bank loans bearing interest at 4.3% 

(2000 - 6.6%, 1999 - 5.49%) $ 45.0 $ 80.0 5 135.0 
Other loans, maturing on various dates, 

bearing interest at 5.4% 

(2000 - 6.2%, 1999 - 5.4%) 71.8 8.4 9 
Capital lease obligations bearing interest 

at an average rate of 5.6%, maturing 

on various dates until 2005 75 6.5 u) 

8) 


94.9 149.1 
Current portion 6.3 


NESS DRS EAS Poin Cowl ow Sere bse |e $.355.5" afi Se.BRb t fess. 


The Company has a demand credit facility of $25 and term credit facilities amounting to $300, 
of which $15.8 and $45 respectively were used as at September 29, 2001. These are unsecured 
facilities that bear interest based on market rates. The term credit facilities mature between 
June 17, 2002 and June 17, 2006. The loan of $45 as at September 29, 2001 was derived from 
a credit facility, the outstanding balance of which as at June 17, 2002 will be refundable in three 
equal annual instalments on June 17, 2004, 2005 and 2006. 


Minimum payments required on the long-term debt over the next five years are as follows: 
$4.0 in 2002, $5.4 in 2003, $17.0 in 2004, $16.6 In 2005, $15.6 in 2006 and $2.4 in 2007 and 
subsequently. These minimum payments include interest of $0.7 on the capital lease obligations. 


CAPITAL STOCK 


AUTHORIZED 
Unlimited number of First Preferred Shares, non-voting, without par value, issuable in series. 


Unlimited number of Class A Subordinate Shares, bearing one voting right per share, participating, 
convertible into Class B Shares in case of a takeover bid on Class B Shares, without par value. 


Unlimited number of Class B Shares, bearing 16 voting rights per share, participating, convertible 
in case of disqualification into an equal number of Class A Subordinate Shares on the basis of 
one Class A Subordinate Share for each Class B Share held, without par value. 
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9. CAPITAL STOCK (cont'd) 


ISSUED 


Class A Class B 
Subordinate Shares Shares Total 
(Number in (Number in 
thousands) thousands) 


Balance as at 

September 26, 1998 49,561 1,215 
Share issue for cash 170 21 
Share redemption for cash, 

excluding premium of $9.7 (614) — 
Conversion of Class B 

Shares into Class A 

Subordinate Shares (86) 


Balance as at 

September 25, 1999 49,203 
Share issue for cash 57 
Share redemption for cash, 

excluding premium of $3.2 (230) 
Conversion of Class B 

Shares into Class A 


1,150 
28 


157 


(298) 


Subordinate Shares ; (65) 
Conversion of Class B 
Shares into Class A 
Subordinate Shares 
option was granted and must be paid in full at the time the option is exercised. While the Board 
of Directors determines other terms and conditions for the exercise of options, options may not 
extend beyond a five-year period from the date the option may initially be exercised, in whole or 


Balance as at 
September 30, 2000 1,113 
Share issue for cash 16 
Share redemption for cash, 
excluding premium of $5.4 = 
511 (511) 
BALANCE AS AT 
Sos 200 | anaes | sin | ow | 8 as saa 
STOCK OPTION PLAN 
The Company has a stock option plan for certain employees with options to purchase up to 
5,000,000 Class A Subordinate Shares. The subscription price of each Class A Subordinate Share 
issued under the plan is equal to the market price of the shares on the day prior to the day the 
in part, and the total period may never exceed ten years from the date the option was granted. 
Options may generally be exercised two years after they were granted on the basis of 20% per 
year. Under the plan, option holders may elect to receive at the time the options are exercised 
cash equal to the difference between the market price of the underlying shares and the exercise 
price of the options. 
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9. CAPITAL STOCK (cont'd) 


The options outstanding as at September 29, 2001, September 30, 2000 and September 25, 1999 
and the changes during the year can be summarized as follows: 


Weighted 
Number average 


of options | exercise price 
(Thousands) (Dollars) 


Balance as at September 26, 1998 
Granted 

Exercised 

Settled in cash 

Cancelled 

Balance as at September 25, 1999 


Granted 

Exercised 

Settled in cash 

Cancelled 

Balance as at September 30, 2000 
Granted 

Exercised 

Settled in cash 

Cancelled 


BALANCE AS AT SEPTEMBER 29, 2001 aly a Ae 


The table below summarizes information regarding the stock options outstanding and exercisable 
as at September 29, 2001. 


Repro ee Stock options outstanding Exercisable options 


Weighted Weighted 

Range average Weighted average 

of exercise Number — remaining average Number exercise 
prices | of options period exercise price of options price 


(Dollars) (Thousands) (Months) (Dollars) (Thousands) (Dollars) 


6.88 to 16.00 
17.00 to 19.60 
21.35 to 31.00 


10. CONTRACTUAL COMMITMENTS 


The Company has commitments, with varying terms extending to 2027, to lease premises used for 
business purposes. The minimum payment balance under these leases as at September 29, 2001 
was $286.4. The minimum lease payments over the next five years are as follows: $31.8 in 2002, 
$31.9 in 2003, $30.4 in 2004, $28.2 in 2005 and $25.4 in 2006. 
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10. CONTRACTUAL COMMITMENTS (cont'd) 


In addition, the Company has lease and lease offer commitments, with varying terms extending 
to 2021, to lease premises which tt sublets to customers, generally under the same terms and 
conditions. The minimum payment balance under these leases was $314.7 as at September 29, 
2001 and the average annual payments for the next five years are $31.9. 


. CONTINGENT LIABILITIES 


ENDORSEMENTS 

For certain of its customers with whom business relationships are established, the Company 
assumes a contingent liability as guarantor of lease agreements with varying terms extending to 
2019 for which the annual average lease payment for the next five years Is $3.2. The maximum 
contingent liability under these endorsements as at September 29, 2001 was $26.2. Also, the 
Company has endorsed loans granted by financial institutions for a maximum amount of $19.4. 
The balance of these loans as at September 29, 2001 was $13.5. In return, the Company holds 
a charge on some assets of its customers. 


CLAIMS 

During the normal course of business, various proceedings and claims are instituted against the 
Company. The Company contests the validity of these claims and proceedings and management 
believes that any settlement will not have a material effect on the financial position or on the 
consolidated earnings of the Company. 


. EMPLOYEE FUTURE BENEFITS 


The Company offers several defined benefit and defined contribution plans that provide most 
employees with pension, other retirement and other post-employment benefits. 


The Company's defined benefit and defined contribution plan expense for the year ended 
September 29, 2001 was as follows: 


Pension Other Pension 
plans plans plans 


DEFINED BENEFIT PLANS 
Current service cost during 
the year 
Interest cost 
Estimated return on 
plan assets 
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12. EMPLOYEE FUTURE BENEFITS (cont'd) 


The information on defined benefit plans as at September 29, 2001 and for the year then ended 
was as follows: 


Other 
plans 


Pension 
plans 


Pension 
plans plans 


ACCRUED BENEFIT 
OBLIGATIONS 
Balance at beginning of year 
Current service cost 

Interest cost 

Employee contributions 

Plan amendment 
Benefits paid 
Actuarial (gain) loss 


PLAN ASSETS 
Fair value at beginning of year 
Actual return on plan assets 
Employer contributions 
Employee contributions 
Benefits paid 


52.1 
(6.1) = 
3.9 0.4 
2.2 = 
(1.5) (0.4) 


FUNDED STATUS ~ 
(LOSS) SURPLUS 

Unamortized past service costs 

Unamortized net actuarial 
gain (loss) 8.2 


ACCRUED BENEFIT ASSETS Pee 
(LIABILITIES) (note 6) S55 $ (2.8) See Se ROE!) 


Defined benefit plans other than retirement plans are not funded. 


(3.1) (3.0) 
0.4 
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. EMPLOYEE FUTURE BENEFITS (cont'd) 


The most important actuarial assumptions used by the Company to determine its accrued benefit 
obligations as at September 29, 2001 (idem in 2000) were as follows: 


Pension 
plans 


Discount rate 
Estimated return on asset plans, long-term 
Future salary levels 


For evaluation purposes, the annual growth rate assumption for the cost of health care for each 
participant was established at 7.2% in 2001 (5.8% in 2000). Under this assumption, this rate is 
expected to gradually decline to 3.6% in 2007 and remain at this level subsequently. 


. RELATED PARTY TRANSACTIONS 


During the year, sales made to companies controlled by members of the Board of Directors 
totalled $59.6 (2000 - $76.7, 1999 - $66.1) and sales made to companies subject to significant 
influence totalled $125.0 (2000 - $122.5, 1999 - $122.4). These transactions were accounted 
for at the exchange value. 


. SEGMENTED INFORMATION 


The Company operates primarily in the Canadian food distribution industry segment. The 
Company's sales in this segment amounted to $4,5373 for the year ended September 29, 2001 
(2000 - $4,375.6, 1999 - $3,768.9). This segment accounted for more than 95% of operating 
income, depreciation and amortization, capital asset acquisitions and goodwill for the year ended 
September 29, 2001 (2000 - over 95%, 1999 - 96%). Segment assets represented approximately 
93% of total assets as at September 29, 2001 (2000 - 93%, 1999 - 94%). The Company also 
operates in the Canadian pharmaceutical distribution industry segment. 


. FAIR VALUE OF FINANCIAL INSTRUMENTS 


The fair value of accounts receivable, bank loans and accounts payable approximates their 
carrying value because of the short-term maturity of these instruments. 


The fair value of loans included in investments and of the items included in long-term debt 
is equivalent to their carrying value since they are at floating interest rates or at interest rates 
that are comparable to market rates. 


. COMPARATIVE FIGURES 


Certain comparative figures for prior years have been reclassified to conform with the 
presentation adopted in the current year. 


FINANCIAL RETROSPECTIVE 


2001 2000 1999 1998 1997 
52 weeks 53 weeks 52 weeks 52 weeks 52 weeks 
SUMMARY OF RESULTS (Millions of dollars) 


Sales 4,868.9 eM EPS) 3,432.3 
Depreciation and amortization 61.4 44.3 39.2 
Operating income 189.2 143.0 114.8 
Financing costs 5.2 : 5.9 4.7 
Unusual items 15.0 
Income taxes 45.7 
Net earnings before unusual items f 84.6 
Net earnings é 76.4 


FINANCIAL STRUCTURE (Millions of dollars) 

Working capital 12.4 
Current assets 504.5 
Current liabilities 492.1 
Capital assets 481.9 
Goodwill 171.3 
Total assets 1,186.0 
Long-term debt 55.3 
Shareholders’ equity 558.0 


FINANCIAL RATIOS 
Operating income/sales (%) 


Net earnings before unusual items/sales () 
Net earnings/sales (%) 

Cash flows from operating activities/sales (%) 
Return on shareholders’ equity (%) 
Long-term debt/shareholders’ equity (xx:1) 
Total debt/shareholders’ equity («:1) 
Working capital (x«:1) 

Interest coverage (times) 


COMMON SHARES (Dollars) 
Earnings 
Net earnings before unusual items 
Net earnings 
Fully diluted net earnings before unusual items 
Fully diluted net earnings 
Dividend 
Cash flows from operating activities 
Book value 
Market price 
High 
Low 
Number of shares outstanding at year-end (millions) 
Weighted average number of shares outstanding (millions) 
Trading volume (millions) 
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